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May 20, 2008 MECEIVE

Members of the State Water Resources Control Board
State Water Resources M 20
Division of Water Quality A 2008
1001 | Street

Sacramento, CA 95814 SWRCB EXECUTIVE

Attn: Jeanine Townsend, Clerk to the Board

RE: Comment Lefter — Proposed Policy to Implement Section 31 6(b)

Dear Members of the State Water Resources Control Board:

The California Independent System Operator Corporation (“CAISO”) appreciates
the opportunity to provide comments on the proposed policy (“Policy”) of the
California State Water Resources Control Board (“Board”) to implement Section
316(b) of the Clean Water Act, 33 U.S.C. § 1326(b), as reflected in the scoping
document, “Water Qualify Conrol Policy on the Use of Coastal and Estuarine
Waters for Power Plant Cooling.” The CAISO will focus on the need for
implementing the Policy in a manner that ensures the continued reliability of
electric service in California.

The CAISO's Grid Reliability Mandate

The CAISO is a non-profit public benefit corporation created by the state
legislature in 1998 as part of the restructuring of California’s electricity industry.
Cal: Pub. Util. Code §§ 330-345. The CAISO has the statutory responsibility for
short-term and long-term reliability of the electricity grid. Cal. Pub. Util. Code §
334. Specifically, the CAISO is responsible for ensuring “efficient use and
reliable operation of the transmission grid consistent with achievement of
planning and operating reserve criteria no less stringent that those established by
the Western Electricity Coordinating Council ['WECC’] and the North American
Electric Reliability Council ['NERC"].” Cal. Pub. Util. Code § 345 (emphasis
added). These two responsibilities mean that the CAISO must ensure reliable
operations on a day to day basis and for the near term, i.e., today, this week,
next summer and next year, and must aiso p/an for the future reliability needs of
the grid, i.e., over the next ten year time horizon.

The CAISO is also an “independent system operator” within the meaning of the
Federal Power Act and subject to the jurisdiction of the Federal Energy
Regulatory Commission (‘FERC’). 16 U.S.C. § 796(28). As an independent
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system operator, the CAISO provides open, nondiscriminatory access to the

transmission grid owned by its Participating Transmission Owners. In this role,

- .the CAISO manages over 25,000 circuit miles of transmission and oversees
dispatch of 1400 generating units within the state. These responsibilities

- uniquely qualify the CAISO to evaluate California’s near term and long term local

and system refiability needs.

In addition, the (.E:AISO is also the Balancing Authority responsible for ensuring

L .;reﬁab.lé“._’;éﬁétric service for the majority of California under WECC and NERC'
... standards. Viglation of these standards would not only threaten state-wide and

local reliability, but would potentially subject the CAISO to penalties up to
$1,000,000 per day per violation pursuant to Sections 215 and 316A of the
Federal Power Act. 16 U.S.C. §§ 824n, 8250-1 (as amended by the Energy
Policy Act of 2005), '

Impact of the Policy on Electric Reliability

In conjunction with the California Ocean Protection Council and ICF Jones and _
Stokes, the Board recently issued a report entitled “Electric Reliability Impacts
from Regulation of Once-Through Cooling in California” (“Board Report”). The
Board Report recognizes the possibility, which it considers unlikely, that many or
all of the existing plants using once-through cooling (“OTC”) may choose to retire
if the Policy is implemented as proposed. lt conciudes that if all plants retired in
2009, a wartime-like mobilization would be necessary to construct replacement
generation in time to avoid a major impact on electric reliability; it finds
construction of such generation within five years (i.e. by 2012) less problematic.
The Board Report also acknowledges that such a crash-construction scenario
would only be possible with generating units that are not an efficient means for
serving California consumers in the long run. The Board Report nonetheless
concludes that such investments are not necessary, because adverse impacts on
reliability from such retirements could be avoided by-a series of relatively minor
transmission upgrades."

Although it agrees with the conclusion of the Board Report that, generally,
retirements, repowering and/or retrofitting of OTC power plants can be
accommodated through proper planning and staging or phasing of
implementation, the CAISO believes that the conclusions of the Board Report are
unrealistically optimistic in two respects. First, OTC resources have important
local and zonal reliability benefits that cannot realistically be satisfied with
transmission upgrades alone. Accordingly, the CAISO believes that it will not be
possible to retire all OTC generation without replacing or repowering at least
some of it. In fact, integration of relatively remote renewable resources may
require even more local generation than is currently in place today. Second,
even assuming all OTC resources can be retired and replaced with transmission

! Board Report at 47-48.




